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PRINCIPLE OBJECTIVES

1. Develop management training regimen
2. Complete legal transformation into a joint stock company
3. Complete annual audit by KPMG
4. Implement new board structure
5. Explore SME lending product
6. Expand Tirana lending staff

Other achievements

7. Implement lending with GVC in Shkoder through agriculture lending agreement
8. Continue working with Land O’ Lakes to develop cow loan product
9. Participate in local business exhibitions (Panair) and television documentary
10. Utilization of Movable Property Register

ACTIVITIES

1. Develop management training regimen

8 PSHM managers participated in the first of a 3 part management training regimen designed for
PSHM and the Opportunity International Partner in Montenegro.  The training focused on issues
about work styles and structuring work, communication skills, handling conflict and teams and
the different roles on teams.  Training was interactive with case studies, practice and open
discussion to allow for the practical application of pre-session assignments and presentations.
The above themes and new topics will be expanded upon during the next two training sessions to
follow.

2. Complete legal transformation into a joint stock company

PSHM underwent the transformation from a Savings and Credit institution to a joint stock
company.  The transformation was completed in early March and discussed at the Board of
Directors meeting.  The change was initiated for several reasons. The Savings and Credit
organizations are not clearly defined by the Bank of Albania. It is unclear what the future of such
an institution might be.  Also, if in the future PSHM looks to become a bank servicing the micro
entrepreneurial sectors in Albania, no change in ownership structure will be required.  Finally, the
new board structure allows Opportunity International a permanent and clear position with PSHM,
the local partner.  This secures the structure of PSHM for many years to come and further
develops PSHM as an institution.

3. Complete annual audit with KPMG

The initial verbal discussion with KPMG shows no significant findings for the 2001 audit.  A
more detailed report will be provided to PSHM at a later date.

4. Implement new board structure

A new board structure was adopted to better serve the newly formed joint stock company.  Two
new board members joined the board of directors.  Board Statutes were adopted for the new board
structure.



5. Explore SME lending product

The application and screening process of the SME product was developed and approved. A loan
officer was selected to handle all SME loans. Two businesses were selected for initial review.
One was eliminated because the company had a loan from another source.  The second
application is pending proper documentation.  PSHM will use this loan initially for clients with a
history with PSHM that require amounts of credit in the range of $5,000 to $25,000.  After the
pilot phase, PSHM will expand this loan product to new clients.

6.        Expand Tirana lending staff

Five new staff members were selected to work at PSHM in Tirana and the surrounding areas.
After a three-week training about PSHM, microfinance, credit analysis and policies and
procedures, the five candidates began work.  Two were hired to develop underserved areas and
three to replace promoted or exiting personnel.  The expansion of the Tirana staff will allow
PSHM to improve its client services, marketing efforts and outreach.

OTHER ACHEIVEMENTS

7. Implement lending with GVC in Shkoder with agriculture lending agreement

As of February 2001 PSHM began lending under its agreement with the Italian NGO Gruppo
Voluntario Civil (GVC) and their Albanian counterpart AFTD to service agriculture business and
farmers in the district of Shkoder.  GVC has been working in the rural areas around Shkoder for
the past 2 years under a grant from the European Union.  The goal of their program was to
facilitate development of agriculture in Shkoder and improve local farming techniques. GVC
anticipates that it will work with PSHM to evaluate 10 clients per month for the first six months
of the plan.

8. Continue working with Land O’ Lakes to develop cow loan product

PSHM and Land O’ Lakes negotiated a MOU to outline the process for making a group cow loan
product.  Under this agreement, the smallest farmers of LOL’s groups will receive loans to
purchase a cow.  The MOU is drafted and waiting authorization from appropriate parties.

9.  Participate in local business exhibitions (Panair) and television doucumentary

PSHM staff prepared and participated in two local business exhibitions in Durres and Elbasan.
At each exhibition, PSHM Loan Officers staffed a booth representing the company.  The local
television station in Fier did a documentary focusing on institutions giving credit in the Fier
market area.  The branch manager represented PSHM in two televised interviews.  After all three
of these activities, inquiries increased about PSHM products.

10.  Utilization of Movable Property Register

The movable property register was opened.  PSHM can now use this to register business assets
such as vehicles, equipment and inventory.  This allows PSHM more security in its registered
collateral and also means greater flexibility in the use of collateral.  Collaboration with this
USAID project has been very positive.



DIFFICULTIES AND CONSTRAINTS

 The registration of properties with the Mortgage office in the Tirana area is becoming more
problematic and bureaucratic.  Loan officers and clients face extended waiting times and poor
service unless a “tip” is paid to the person processing the transaction.  This is particularly
disturbing since a fee for the service is already required.  Previously PSHM and financial
institutions had special times for processing, but this provision has been limited or eliminated in
the Tirana office.

The Ministry of Justice decided to raise notary fees from the equivalent of three dollars per
signature verification on a contract to seventeen dollars per contract.  This adds significant costs
to all businesses trying to do business correctly in Albania and leads to the risk of less complete
business transactions.  PSHM has sought legal advice and has changed its contracts to maintain
the legality of the contract, but minimize additional notary fees and additional costs to clients.

REVISIONS/ADJUSTMENTS

PSHM continues to develop a larger SME loan product to clients in the $5,000 - $25,000 range.
Procedures are in place to implement this more widely if funds are committed to this underserved
business sector.

FUTURE ACTIVITIES

1. Continue middle-management training regiment for 2001
2. Install a bank quality MIS   
3. Implement market research and survey in cooperation with University of Nebraska MBA

program
4. Implement cow group lending product with Land O’ Lakes
5. Run a pilot phase for SME level loans to current PSHM clients
6. Expand staff in branch offices
7. Open satellite offices in Lushnje and Frush Kruje
8. Upper management training trip to Bolivia
9. Transition of PSHM Director

PROGRAM INDICATORS

As of March 31, 2001

Number of Active Clients: 1,493
Number of Loans Made This Period: 318
Cumulative Number of Loans Made: 2,518
Amount Lent This Period: US$589,930
Cumulative Amount Lent: US$2,864,930
Current Loan Portfolio: US$ 1,007,768
On-Time Repayment Rate: 95%


